present short pieces which are research-based, experience-based, or idea-based. 
Since 1980, the Indian economic and business environment has started changing. The government initiated a process of liberalization, through loosening of controls on investment, expansion, and diversification. This process was strengthened since 1985 as measures such as broad-banding, delicensing, rationalization of industrial capacity, liberal permissions for technology import, etc. were taken by the government. In 1991, the process of liberalization was further accelerated. The obvious result of this is a competitive and dynamic business environment. This new environment demands new responses that in turn needs new skills and competence. To acquire or develop new skills and competence, realignment of strategic factors and refocusing is required. The realignment or refocusing of strategic factors may take the form of shift in the deployment of resources and shift in the emphasis on different functional areas. The key questions in this regard are:
• Do the top management of Indian enterprises perceive a shift in the a environment? If yes, then what type of changes do they expect? Is it going to be more dynamic, heterogeneous or more hos tile?
• Do the Indian enterprises change their strategic focus in view of the shift in the environment? If yes, in what way do they change their strategic focus?
• Do the changes in strategic focus have any impact on the performance of enterprises?
Successful strategies depend on defining an appropriate relationship between variables within managerial control and variables beyond its direct control. The logic relating environment to strategy and in turn to performance is compelling, but empirical demonstrations of the relationships have only recently been made for developed countries and have yet to be made for developing countries (Kim and Lim, 1988) .
of alignment with their environment; and, as a result, one would expect their performance to suffer. Change represents actions and it is logical to expect that firms taking action will outperform those that did not when the environment changed. Not every type of strategy adopted by firm will be equally successful in different environment settings. Only those strategies that match well with the environment would succeed.
To understand the strategic changes made by Indian enterprises in response to changes in the business environment, data were collected on variables relating to environment, strategic factors, and performance from a sample of 147 enterprises. The sample consisted of both domestic and foreign companies. Tables 1.1 to 1.5 provide the profile of the sample. The selected enterprises consisted of single business and diversified business categories. To measure the environmental shift and strategic changes, it was decided to focus on one of the dominant businesses in every enterprise. The respondents were asked to answer questions relating to environment, strategic changes, and performance involving the dominant business.
Three groups of variables, namely, environment, strategy (strategic posture), and performance were used. To measure the environment, a 15-item scale comprising three main dimensions, namely, dynamic, heterogeneous, and hostility was developed (Khandwalla, 1972 and 1977) . Out of these 15 items, six each is related to dynamic and hostility dimensions and three items are connected with heterogeneous dimension. A 5-point scale has been used with 1 representing low level of respective environmental dimension and 5 representing the highest level (Appendix).
The strategic change or posture has been measured in terms of shift in the emphasis on different functional management areas. A 9-item scale was developed. These items represent various functional management areas. The executives were asked to evaluate on a 7-point scale. They were asked to indicate the extent of emphasis they had been placing on these functional management areas in the past and how much they were placing at present.
It was decided to measure the performance using perceptual criterion, as the quantitative data on segment-wise performance were not available. Performance viewed with long-term profitability, growth of sales, and financial strength had been measured on a 5-point scale.
To examine the impact of environmental shift on strategic changes, the data related to environmental 
Data Collection
Data were collected by personal interviews based on a structured questionnaire from the top executivesChairman, MD, CEO, VP, and GM. The interviews were conducted between April 1988 and February 1989. A factor analysis was performed within each of the three dimensions of the environment, namely, dynamic, heterogeneous, and hostility, to identify a set of underlying pattern. The identified factors were used for cluster analysis 2 to develop taxonomies for environmental settings. This process was repeated to form strategy groups both for the past and present categories, using factor analysis and cluster analysis.
To examine the influence of environmental changes on strategies, two transitional matrices each relating to environment groups and strategy groups were prepared. Finally, the impact of strategies in each of the environment groups was evaluated by performing one-way ANOVA procedure (F Test). The performance has been examined on all the three indicators, namely, long-term profitability, growth of sales, and financial strength for the present category.
Findings

Environment Groups
Five factors emerged after the analysis. These five (Aldrich, 1979; Duncan, 1972; Ford and Slocum, 1977; Jurkorich, 1974; Tung, 1979; Kim and Lim, 1988) . The present study uses three widely referred dimensions -dynamism, heterogeneity, hostility -and tested them in a developing economy.
The results have shown that even within these three dimensions, there exist some more divisions, especially in dynamism and hostility dimensions. As the five dimensions have been derived in two different periods, it strengthens the reliability of the existence. It may be that the relative significance of these dimensions may vary, as has been noticed here, but there is no doubt about their existence. These five dimensions were used for the subsequent cluster analysis to develop a taxonomy of environmental settings. An application of cluster analysis on these five dimensions has resulted into six environmental settings both for the past and present periods (Table  2.1 and Table 2 .2). These environmental settings have been designated as, stable environment, technology dynamic environment, highly dynamic environment, moderately competitive environment, highly competitive environment, and turbulent environment. The characteristics of these environmental categories are given in Table 3 The number of firms forming each cluster in the past and present reveals an interesting phenomenon. A larger number of firms are moving towards •perceived 'turbulent environment' from 'stable environment.' Earlier, there were 22 firms in the 'stable environment' category and now it has reduced to 8, whereas the number of firms in the 'turbulent environment' has increased from 17 to 43. A lot is being said about changes in the environment. It shows clearly that top executives perceive their environment as changing. The results in the study clearly indicate the changes in the environmental settings of different enterprises. Besides this, the results of discriminate analysis further reveal the changing importance of different dimensions over time as reported below.
The results of the multiple discriminate analysis used to evaluate the validity of cluster analysis offer additional insights 3 . The results show that, primarily, three derived dimensions can classify the perceived environment of the firms instead of five, namely, hostile markets, legal, and dynamic technology. Similarly, in the case of present environment, first three functions explain around 94 per cent of variance. Market hostility, heterogeneous market, and technologically dynamic dimension dominantly represent these three functions respectively.
The difference between the discriminating environment dimension in the past and present is quite interesting and is consistent with the prevailing Indian business environment. In the past, market hostility and dynamic technology dimensions of environment were discriminating the firms along with 'legal hostile' dimension. Now, the legal hostile dimension has given way to heterogeneous market environment to discriminate the perceived environment groups. The results further reveal that the dynamic technology dimension has overtaken the heterogeneous dimension as it has appeared in the second step of discriminant analysis. Thus, it has been proved empirically that now the Indian business environment has become not only more hostile and technologically dynamic, but also more heterogeneous. The importance of hostile legal restrictive dimension has declined substantially. Moreover, these results suggest that the top executives of enterprises are well aware of the changes in different environment dimensions.
Strategy Groups
In order to identify different strategy groups or strategic posture adopted by the businesses, typologies method has been adopted. Strategic variables used to form the strategic posture are in terms of emphasis placed on different functional areas. The emphasis is in terms of deployment of organizational resourcesphysical, financial, and human. Before examining the changes in strategies with changes in environment, it is foremost to identify the strategies used by enterprises. Porter (1980) has written about generic strategies at the business level, namely, cost leadership, differentiation, and focus. Besides examining these generic strategies, a number of other empirically derived strategies have been prescribed by business strategy researchers (Utterback and Abernathy, 1975; Miles and Snow, 1978; Hofer and Schendel, 1978; Buzzell et al., 1975; Galbraith and Schendel, 1983) . However, in the present study, business strategy has been identified through the emphasis placed on functional management areas by top executives.
The application of factor and cluster analysis of strategy dimensions has resulted in five strategic groups both in the past and present category 4 . The dominant characteristic of the first cluster is the above average emphasis on finance and production. It is labelled as 'production-oriented strategy/ a traditional type of strategy. The second strategy group emphasizes highly on production and R&D along with finance and customer service. It is designated as 'product-oriented strategy.' The third group is dominated by marketing along with average emphasis on finance. However, in the present category, the emphasis is not only on marketing but also on finance and customer relations. It is labelled as 'marketing-oriented strategy'. The fourth group is dominantly characterized by above average emphasis on marketing, production, finance, and customer service. It is labelled as 'marketing-production-oriented strategy.' The fifth strategy group emphasizes on all the functional management areas. It is named as 'holistic strategy' (Tables 4.1, 4.2, and 5).
A comparison of these strategies over time clearly brings out the fact that a number of enterprises following a 'production-oriented strategy' have declined sharply. The 'production-oriented' strategy was very common in the past when the environment was comparatively stable. However, with the change in the environment, its importance has reduced. The importance of 'product-oriented,' 'production-marketingoriented/ and 'holistic strategies' has increased substantially (Tables 4.1, 4.2, and 5). This has been further elaborated in the following section.
The multiple discriminant analysis has also revealed additional information besides validating the clustering of strategic groups 5 . It can be inferred from the results that while in the past, strategies of the business firms can be classified with the help of three variables, namely, production, R&D, and external relations, now it is R&D, marketing, finance and external relations that discriminate firms significantly. It shows the emergence of R&D and marketing as powerful competitive tools in the Indian markets. Their emergence is quite consistent with changing Indian business environment that is becoming more hostile and heterogeneous at the marketplace and technologically more dynamic. It shows that the majority of enterprises find their environment changing fast. The enterprises earlier in the stable and moderately competitive environment find themselves in more competitive and turbulent environment. Surprisingly, there are some cases in both moderately competitive environment and highly competitive environment and also in turbulent environment which have moved backward. It may be because of either of the two reasons: One, these enterprises are becoming more confident of their capabilities and feel that the environment is not highly dynamic or hostile in comparison to their present strength. Second, they may find that things are becoming clearer and their earlier perception was not correct. Hence, they corrected themselves. They have mentioned that their environment is now less competitive or more uncertain. For instance, in case of highly competitive environment, around 37 per cent are still of the opinion that their environment is highly competitive and 44 per cent feel that the environment has become turbulent. Whereas there are 9 per cent enterprises saying environment is now less competitive, 6 per cent enterprises are reporting that it is highly uncertain. Similarly, in case of turbulent environment, 64 per cent are still in the same categories, whereas around 36 per cent enterprises have moved backward.
Table 5: Strategic Groups and Characteristics
Characteristics
More emphasis on finance and production High emphasis on production and R&D along with finance and customer service High emphasis on marketing, finance, and external relations High emphasis on marketing, production, finance, and customer service High emphasis on all the functional management areas With the changes in the environment, there is a change in the strategy group also. The number of enterprises reportedly in the first strategy group, that is, production-oriented strategy, has reduced substantially from 55 per cent to 9 per cent. The number has increased in the second strategy group, employing product-oriented strategy, from 10 per cent to 21 per cent. In marketing-oriented strategy, there is a small change from 7 per cent to 8 per cent. However, in the fourth category, where the emphasis is on marketing and production, the change is remarkable with 9 per cent enterprises reporting to be in this category having increased to 38 per cent. The number of enterprises moving towards 'holistic' strategy has also increased from 19 per cent to 24 per cent.
Though the trend is from production-oriented to product-oriented, to marketing-oriented, to marketing-production-oriented, and to holistic strategy, there are some exceptions. For instance, in case of holistic strategy, now, around 36 per cent companies have moved on to product-oriented to marketing-production-oriented strategy. It might be that these enterprises have now realized that the environment is not highly competitive. Hence, instead of employing a holistic strategy, they should follow other strategies. However, it is not clear whether by making such changes, they have improved their performance or not. For this purpose, an attempt has been made in the following section to make the picture clearer.
One thing is obvious from the results that with the change in the environment, the enterprises are making corresponding changes in their strategy. The . 25, No. 1, January-March 2000 change is in the direction of strategies that emphasize more on marketing or R&D along with traditionally emphasized area of finance and production (see the direction of change towards strategy groups 2 and 4 in Table 6 .2).
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Environment, Strategic Posture, and Performance
The types of strategies that have been used by firms operating in a different environment group in the past and the present are given in Tables 7.1 and 7.2.
It is clear from Table 7 .1 that, irrespective of the environment, majority of the enterprises were following production-oriented strategy. In other words, they were emphasizing more on production and finance. It is not clear from the data whether they were satisfied with this focus.
At the same time, it can be seen that though the environment considered by the enterprises is stable, still they are employing product-oriented and holistic strategy. It means that these companies appear to be more proactive and aggressive. The enterprises perceiving their environment as competitive to turbulent are following marketing-oriented strategy to holistic strategy. In technology dynamic environment, product-oriented strategy is being pursued that is focusing on R&D, production, and finance. Table 7 .2 demonstrates that though the number of firms operating in stable environment has reduced, enterprises in this category are following different types of strategy. A large majority (75 %) of the firms are pursuing other than production-oriented strategy. In technology dynamic environment, firms were implementing product-oriented, market-production oriented, and holistic strategy. An overwhelming majority of the enterprises (over 89%) were pursuing other than production-oriented strategy in an environment considered to be highly uncertain and dynamic. In turbulent environment, no one is pursuing productionoriented strategy. They are following all other types of strategy. Surprisingly, in highly competitive environment, around 13 per cent firms are following a productionoriented strategy. The rest are following other strategies. In turbulent environment, they were following marketing-production strategy and holistic strategy.
Combining the results of Table 7 .1 and 7.2 it can be seen that the number of firms in the turbulent environment has also increased in the present. The strategies used have also changed over time. As in the past, production-oriented, production-marketingoriented and holistic strategies were being employed by equal number of firms, and now with the change in the scenario, the strategies employed have also changed. Presently, majority (51 %) of firms are employing the 'marketing-production' strategy. Around 37 per cent are using "holistic' strategy. Whereas, earlier, no firm was using 'product-oriented' strategy emphasizing mainly production, R&D, and finance equally, presently around 10 per cent are in this category. None of the firm is using 'productionoriented' strategy in this category. The change in the strategy by firms operating in turbulent environment is remarkable. Table 8 reports the impact of various strategies pursued by business firms in different environmental settings on the performance. Performance has been measured on a 5-point rating scale ranging from (low) to 5 (very high) with long-term profitability, growth of sales, and financial strength as indicators in comparison to firms operating in the same industrial sector. The mean and standard deviation of these performance variables have been given in Table 8 . A one way ANOVA (F-test) has also been performed to evaluate the impact of strategies on performance in each environmental category.
The results presented in Table 8 clearly show that around 9 per cent enterprises are still following production-oriented strategy. In all the cases except the enterprises perceiving their environment as highly competitive, their performance is below average on all the parameters of performance, viz., profitability, growth, and financial strength. In case of highly competitive environment, around seven enterprises are following production-oriented strategy and their performance is good. Further investigation of these 72 Vikalpa cases reveals that five enterprises belong to capital goods manufacturing sector and one each to liquor and man-made fibre. It appears that the top management in these cases feels that the operational efficiency and good control over finance is more important to reduce the cost and be more competitive.
Product-oriented strategy performs well in stable environment, technologically and market uncertain environment, and moderately competitive environment. In case of highly competitive and turbulent environment, its performance is not good. While marketing-oriented strategy's performance is good in stable and highly competitive environment, its performance in competitive environment and turbulent environment is not up to the mark. Marketing-production strategy performs better in stable environment. In all other cases, its performance is average. Holistic strategy performs well in all the categories of environment.
However, F-test has shown that there is no significant difference among the strategies in each of the environmental settings as far as performance is concerned, except in case of moderately competitive and turbulent environment. In moderately competitive environment, holistic strategy has performed significantly better with financial strength than marketing-
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the strategies in environment groups (row-wise), one strategy in different environmental groups(column-wise).
oriented strategy. In case of turbulent environment, a significant difference in growth of sales has been observed in case of firms pursuing marketing strategy with that of 'marketing-production' strategy. Similarly, a significant difference has been noted for firms pursuing 'product-oriented strategy' with that of 'marketing-production' strategy and ' holistic' strategy as far as financial strength is concerned.
Discussion
The result of the study shows that the Indian environment as perceived by the management is becoming more competitive and turbulent. This has forced the firms to change their strategic posture. However, it is found that firms operating in each of the environmental groups have follower different strategies. The reason for pursuing different strategies within the same perceived environment lies in their perception of reality and own strengths and weaknesses. Some enterprises find their strength in the production; others find it in other functional areas, namely, marketing, etc. Hence, different firms may pursue different strategies. A further investigation of discriminating strategic variables reveals that now an enterprise can enjoy competitive advantage by emphasizing on either of the three functions, namely, R&D, marketing and external relations, or any combination thereof. This 
Vikalpa
does not, however, presuppose less emphasis on production and finance. Moreover, when the impact of different strategies on performance is compared, the difference is not found to be statistically significant. In general, holistic strategy has been found to perform better in all environmental groups.
The changes in the environment have clear implications. Top executives perceive that market forces are going to play a vital role, and hence, keeping track of changes in technology and updating and modernizing the technology is going to be more important. With increased market uncertainty, constant monitoring of consumers, competitors, and suppliers is becoming crucial for the survival of the enterprises. Market is becoming more heterogeneous. Product differentiation is increasing, new product lines are being introduced, consumers are becoming more demanding, and competitors are becoming more aggressive in terms of quality, price, and promotion of products. The legal restrictions are also likely to be reduced. Hence, in order to be more competitive, they will have to reduce their attention in building relations with the government for procuring licenses and other favours and direct more efforts towards market understanding, consumer needs, technology development, etc. They will have to strengthen their marketing efforts by changing their focus from sales orientation to consumer orientation. However, consumer focus alone is not sufficient (Keegan, 1994) ; there is a need to focus on consumer, corporation, and competitors (Ohmae, 1982) . For this, an enterprise must develop a clear vision about the industry and must have the resources to develop the requisite capabilities to realize its goal. Different market environment required different capabilities and competencies. For instance, in high-tech industry where the technology is changing fast, more resources are to be deployed in R&D. In fast moving consumer markets, emphasis on brand building and aggressive promotion is required. Hence, more emphasis on marketing is expected.
One may wonder as to how the enterprises in the past have been successful emphasizing just on one or two functional areas. Rather, it is believed that emphasis on all functions should have been the priority of the management. However, it must not be forgotten that the strategy derived in the study is perception-based. The top management felt that more emphasis on one or two functional areas is sufficient, as is the case in production-oriented strategy, productoriented strategy, and marketing-oriented strategy. Why do they do so? A further analysis of the data and responses of the managers reveals the truth. It . 25, No. 1, January-March 2000 is the product and industry environment that is important. For instance, the enterprises following production-oriented strategy where the emphasis is on finance and production, belong to sugar, vanaspati, cigarette, tyre, cement, aluminum industry, etc. All these industries were characterized by shortage of supply and government control on the production through licensing. Whatever the enterprises were producing, they were able to sell in the market. Because of the constraint on their production, they were not allowed to expand their capacity. It seems logical that production was seen as the key factor and hence, management's emphasis was on this aspect along with finance. Further, the enterprises reported to follow product-oriented strategy where the focus is on production and R&D along with finance and customer service belong to paper, pharma, synthetic yarn, etc. In such cases, the management felt that along with production, R&D is also important. Of course, in the majority of these cases, the purpose of R&D is either for quality control or for product improvements. More emphasis on production and R&D was regarded as sufficient for good performance. Similarly the enterprises following marketing-oriented strategy belong to tea, paints & dyes, soaps and detergents, batteries, electric lamps, etc. In these consumable products, brand building, advertising, delivery system, etc. are the key factors. Hence, in these cases, the management has rightly emphasized that marketing along with finance and external relations is more important for good performance. However, when we look at the present scenario, the enterprises belonging to paper, pharma, cements, tea, cigarette, man-made fibre, soap and detergents, aluminium, etc. have all moved to either marketing-production strategy or holistic strategy. The perception of the management has changed with changes in the environment. They now realize that emphasis on just one or two functional areas is not enough. Hence, holistic strategy is the answer.
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Holistic 
Conclusion
Extending the findings of the study, it can be suggested that a holistic type of strategy is the most appropriate 75 for enterprises to survive in dynamic and turbulent environment, and have a competitive edge over others. However, the results of the study should be studied with caution as they are based on the data collected prior to 1990. Do the management at present also feel that their environment is uncertain and complex? Do they still feel that a holistic type of strategy is the most appropriate? The study is also Appendix: Questionnaire 
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Vikalpa based on perceptual data. In reality, even perception of two managers within the same organization may vary. In the present study, however, this aspect was taken care of as the data were collected from more than two persons in the organization. However, this is one of the limitations of the study. There is a need to study the environment shift, strategy, and performance with more objective data. 
Notes
1. The changes in the Indian environment started with the 1980s and hence, till the 1980s, the environment was rela tively a regulated one. Liberalization led to increased com petition, especially in consumer durable segments. Hence it was expected that the enterprises facing a change in the environment would make adjustment in their strategic be haviour.
2. For developing taxonomies of environmental settings and strategy groups, a cluster analysis technique has been used. Cluster analysis is known to be more useful than other multivariate techniques in developing empirical taxonomies (Hambrick 1984; Harrigan, 1985; Kim and Lim, 1989) ter analysis has a variety of somewhat ad hoc procedureshierarchical techniques, optimization partitioning techniques, density techniques, and clamp techniques -each of which has certain advantages (Everitt, 1980) . All clustering techniques, however, present four general problems: inter-correlations among variables, variations in units of measurement, difficulties in determining the number of clusters ;o be formed, and lack of appropriate ways to test their stat.stical significance (Frank and Green, 1968) . The problem of intercorrelation of variables has been eliminated by performing factor analysis and by taking average score of variables loading heavily on each factor. Since all the variables assessing environment have been measured on a 5-point scale, there are no such problems as variations in the unit of measurement. Similarly, all the variables assessing strategy have been measured on a 7-point scale. The numbers of clusters have been determined by looking for a pronounced increase in tightness (meansquared error) of clusters as the clustering moved from one solution to the next (Hambrick, 1984) . Finally, multiple discriminant analysis was performed to test whether clusters differed significantly (Anderberg, 1973) .
In clustering based on both the environmental and strategy dimensions, the minimum variance hierarchical technique has been used (Aldenderfer and Blashfield, 1984) . The sorting technique was based on Euclidean distance.
There appears to be two ways to develop a taxonomy of strategic groups and a taxonomy of environmental settings. The first method is to use a multi-tier framework (Hambrick, 1984) by developing a taxonomy of environmental settings and then a taxonomy of strategic groups within each environmental setting. The second method is to develop a taxonomy of strategic groups independent of environmental taxonomy and then to relate the two taxonomies with one another. The second approach has been used in this study. It has two advantages: (i) it required a single cluster analysis using the full sample, and (ii) it facilitated the identification of similar cases among different strategic groups and across the boundaries of environmental settings, particularly when only two taxonomies were related (Kim and Lim, 1989) .) 3. Five discriminant functions were derived. These func tions have correctly classified the enterprises into six envi ronmental settings by more than 90 per cent, thereby vali dating the cluster results. Further, it shows that, in the past category, the first three functions explain 90.19 per cent variance. The first function is dominantly represented by hostile market and dynamic technology dimension, the second function by dynamic technology, and the third function by hostile legal.
4. The application of the factor analysis resulted into four factors in the past category and three factors in the present category. The findings of factor analysis are logical and consistent with the present market reality. The increase in the turbulence in the market place due to the liberalization process has resulted in an increase in market hostility and market heterogeneity. Marketing and R&D functions have become more important along with the institutional rela tions. The production and engineering function has been relegated to the third position (that is the third factor) from the first in the past. The HRD and customer service functions have been less important in the past and at present also with low factor loading.
It was observed that certain strategic functions like marketing and procurement, finance/control and general management, and HRD and customer service are ranked on the same factor both in the past and present. For each of these three groups, the average score has been computed. For the other variables that have changed their locations and grouping in the past and present categories, the score of individual variable was taken as representative. Thus, the total number of variables used for further analysis were reduced from nine to six. The average score of these six strategy variables has been used to develop a taxonomy of strategic groups.
5. The discriminant analysis has validated the cluster results by classifying 92.5 per cent cases correctly in the past category and 85.0 per cent in the present. In the past category, all the four functions are important and increase the degree of variance. The first function explains 51.52 per cent variance, and the second, third, and fourth functions explain 19.08, 16.99 and 12.44 per cent variance respectively. However, in the present category, the first three functions explain 95 per cent of variance. R&D, production, and external relations are the most important discriminating variables in the past and explain 51.52 per cent variance. Marketing, customer service, and finance are ranking on, second, third and fourth function respectively. In the present category also, R&D has emerged as the most important discriminating variable explaining 62.22 per cent of the variance. It is followed by marketing, finance, and external relations on the second and third function respectively.
